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BIC reiterates FY19 targets despite another sales and margin miss in Q2
Q2 sales missed CS expectations further to a -1.3% LFL
In Q2, sales remained almost flat at EUR544.8m (+0.2% reported), shy of CS
forecasts (EUR553.5m) given a lower-than-expected LFL growth, which remained
negative (-1.3% vs. -2% in Q1) whilst the CS was expecting a flattish performance
(+0.1%). BIC enjoyed a FX tailwind of 2.4pp as in Q1. Last but not least, the perimeter
impact was negative by 1pp, as the divestiture of BIC Sport has more than offset the
integration of HACO.
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All three categories reported negative LFL in Q2
Sales in Stationery remained in the negative territory with -2.3% LFL vs. -5.8% in Q1
as emerging markets have significantly weighed on the Q2 performance (DD decline
at Cello Pens in India), which have more than offset by slight increases in Europe and
North America. With -0.1%, the momentum in Lighters was clearly less adverse than
in Q1 (-5.5% LFL) that was affected by a negative phasing effect since wholesalers
have anticipated price hikes in Q1 2019. Sales in Shavers contracted by 0.7% after an
strong momentum in Q1 (+10%) driven by product launches in Europe (+10%) and North
America (DD increase).

NIFO margin dropped by 270bp to 18.1% (CS: 18.9%e)
GM contracted by 310bp (Q1: -290bp) given negative FX/raw material impacts, on top
of an unfavourable volume absorption. As guided by management, BIC stepped up
brand support (+100bp and +120pb in H1), which was only partly mitigated by a tight
opex cost control (other opex declining by 40bp). As a consequence, the NIFO margin
dropped by 270bp to 18.1b% and missed CS expectations (18.9%e).

FY19 outlook confirmed, implying a recovery in H2
Ahead of the conference call today, BIC reiterates FY19 targets:

Slight LFL sales growth (CS: +1%e) We recall that the comparison base in Q2
was relatively easy (Q2 2018: -2.3% LFL), but it gets tougher in H2 (+5.3%
LFL).

NIFO margin would end up within the range of 16.5% to 18% vs. 18.1% in FY18
(CS: 16.8%e), as BIC expects the margin pressures (raw mat/FX impacts,
higher brand support) to continue to weigh on profitability throughout the
second half of the year.
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Bryan Garnier stock rating system
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
BUY

NEUTRAL

SELL

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from
the publication of a recommendation. This opinion is based not only on the FV (the potential upside based on valuation),
but also takes into account a number of elements that could include a SWOT analysis, momentum, technical aspects or the
sector backdrop. Every subsequent published update on the stock will feature an introduction outlining the key reasons
behind the opinion.
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors.
This view is intended to be temporary. It may reflect different situations, but in particular those where a fair value shows
no significant potential or where an upcoming binary event constitutes a high-risk that is difficult to quantify. Every
subsequent published update on the stock will feature an introduction outlining the key reasons behind the opinion.
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months
from the publication of a recommendation. This opinion is based not only on the FV (the potential downside based on
valuation), but also takes into account a number of elements that could include a SWOT analysis, momentum, technical
aspects or the sector backdrop. Every subsequent published update on the stock will feature an introduction outlining the
key reasons behind the opinion.

Distribution of stock ratings
BUY ratings 48,8%

NEUTRAL ratings 44,6%

SELL ratings 6,5%
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